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COMMONWEALTH OF KENTUCKY 

0 
BEFORE T H E  PURLIC SERVICE COMMISSION 

* * * * *  
In the Matter of: 

THE APPLICATION OF S R R G E N T  AND 1 
STURGEON R I J I L D E R S ,  INC., GARDEN ) 

SION, FOR A RATE AWUSTMENT 1 

FILING FOR SMALL UTTLITIES 1 

C A S E  NO. 9128 HEIGHTS SURDIVISTON SEWER I3IVI- 

P U R S U A N T  TO T H E  A L T E R N A T I V E  RATE 

O R D E R  

On September 1 0 ,  1 9 5 4 ,  S a r g e n t  a n d  S t u r g e o n  R u i l d e r a ,  I n c . ,  

( " S a r g e n t  a n d  S t u r g e o n " )  d/b/a G a r d e n  W e i g h t s  s u b d i v i s i o n  Sewer 

M v i s i o n  ( " C a r d e n  H e i g h t s " ) ,  f i l e d  a n  a p p l i c a t i o n  w i t h  t h e  C o m m i s -  

s i o n  t o  i n c r e a s e  i t s  rates pursuant t o  8 0 7  KAR 5 ~ 0 7 6 ,  A l t e r n a t i v e  

R a t e  A d j u s t m e n t  P r o c e d u r e  fo r  S m a l l  [J t i l i t ies  ( " A R F " ) .  The pro- 

posed r a t e s  would p r o d u c e  a d d i t i o n a l  r e v e n u e  of a p p r o x i m a t e l y  

S6,795 over n o r m a l i z e d  t e s t -yea r  o p e r a t i n g  r e v e n u e s ,  a n  i n c r e a s e  

of 5 0 . 7  p e r c e n t .  R a s e d  o n  t h e  d e t e r m i n a t i o n  h e r e i n ,  t h e  o p e r a t i n g  

r e v e n u e  of G a r d e n  Heights w i l l  i n c r e a s e  by S 1 , 7 4 4  a n n u a l l y  over 

n o r m a l i z e d  tes t -year  o p e r a t i n g  r evenue ,  a n  increase of 1 3  p e r c e n t .  

- COMMRNTARY 

G a r d e n  He1ght.a is A p r l v a t e l y - a w n e d  aewage t r e n t m o n t  s y s t e m  

o r g a n i z e d  a n d  e x i s t i n g  u n d e r  the l a w s  of t h e  Commonweal th  of 

K e n t u c k y  a n d  serves a p p r o x i m a t e l y  1 1 5  c u s t o m e r s  in D a v i e s s  C o u n t y ,  

Kentucky. G a r d e n  H e i g h t s  is owned a n d  operated b y  S a r g e n t  a n d  

S t u r g e o n ,  a corporation e n g a g e d  in t h e  b u s i n e f f s  of 



developing and managing suhdivisiona, including t h e  management and 

operation of the subdivisions' sewage treatment facilities. 

Sargent and Stgrgeon also owns and operates Gardenside Subdivision 

Sewer Division (wGardensideR). Due to this affiliation between 

Garden Heights and Gardenside, the divisions share resources such 

as labor, management, vehicles, etc. 

Concurrent with the filing of this application, Sargent and 

Sturgeon filed Case No. 9127, The Application of Sargent and 

Sturgeon Builders, Inc., Gardenside Subdivision Sewer Division, 

for a Rate Adjustment Pursuant to the Alternative Rate Filing €or 

Small Utilities. Case No. 9127 has been c l m e l y  coordinated with 

this proceeding. 

Recause Garden Heights and Gardenside are mutually-owned 

companies and share resources, several expenses incurred by 

Sargent and Sturgeon are related to both sewer divisions and 

therefore must be allocated to each division. Additionally, 

Sargent and Sturgeon shut down its construction operations in the 

summer of 19R3 and for this reason certain expenses previously 

absorbed by that division now must he allocated to the sewer 

divisions. These mutual expenwes have, in general, been allocated 

based on the number of customers eerved, which r e a u l t s  in an 

allocation of one-third f 115 customers) to Garden Heighto and 

two-thirds (231 customers) to Gardenside. 

TEST PERIOD 

Garden Heights has proposed and the Commission h a s  accepted 

the 12-month period ending December 31, 1983, as the t e s t  period 

for determining the reasonableness of the proposed 
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rates. I n  utilizing the historical t e s t  period, the Commission 

has given full consideration to known and measurable changes found 

reasonable. 

REVENUES AND EXPENSES 

The ARF was established to provide a simplified and less 

expensive method for small utilities to apply For rate increaffee 

with the Commission. Though superficial accounting errors were 

numerous, the financial data from the 1983 annual report have been 

used as the basis for determining revenue requirements. The 

Commission has accepted Garden Heights' proposed accounting 

expense in this proceeding. Therefore, in the future, the Commis- 

sion will expect Garden Heights to file its annual reports 

prepared in accordance with the Uniform Syrstem of Accounts €or 

Class C and D S e w e r  Utilities. 

Garden Heights proposed ad justmcznts to revenues and 

expenses as reflected in the comparative income statement filed in 

the revised application. The Commission is of tho opinion that 

the proposed adjustments are generally proper and acceptable for 

rate-making purposes with the €01 lowing modifications to reflect 

actual and anticipated operating conditions: 

Normalized Revenue 

Garden Halqhtn' 19R1 annual report reflectrs 1 1 5  cuntommra 

and operating revenues of $12,387. Garden Heights stated that 

test year revenues were reported n e t  o f  t h e  collection fee charged 

by Southeast D a v i e s s  County Water District; however it furthet 

stated that this would not be repeated in the future. In order to 

normalize annual revenues, t h e  Commission has increased 
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reported test year revenues by $1,013 to 513,400 based on t h s  

number of customers and the monthly rate at test year end. 

Wages and Salaries 

Garden H e i g h t s '  tegt-year operating mtatement reflectu that 

the amount of test-year wages and salaries of T. L. Sargent, 

manager of Garden Heights, and John L e w i s ,  maintenance man for 

Garden Heights, allocated by Sargent and Sturgeon to Garden 

Heights was $4,732. Garden Heights proposed an adjustment of 

S1,833 based on an increase in Mr. Sargent's salary and also an 

increase in the percentage of wages and aalariea allocated to 

Garden Heights. This results in a proposed wages and salaries 

expense  of S 6 , 5 6 5 .  

In its Information request of October 12, 19R4, the 

Commission requested Garden Heights to provide the total number of 

regular and overtime hours worked during the test year as well as 

a complete description of the duties and responsibilities of each 

employee, manager or owner. 

In regard to Mr. Sargent, Garden Heights stated in its 

response to the Commission's request that, 

T. L. Sargent is on call 24 hours per day, handles 
customers complaints, if any, a l l  record keeplng, 
banking , and o f f  ice management. He further checkR 
the plants a minimum o f  one time per week and over- 
sees the performance by John r , e w i s  of the daily 
maintenance, repair and operation of the treatment 
planta. 

In regard to Mr. Lewis, Gardenside stated, 

John L e w i s  works six hours per day, three in the 
morning and three in the evening, seven days per 
week, and is on call 24 hours per clay. He checks 
the plant t w o  times daily, j m r f o r m n  a 1 1  maintenanco 
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and repairs for which he is qualified, tests the 
effluent, and performs such other duties as required 
by Mr. Sargent. 

With reference to Mr. Sargent's manager's salary, Garden 

Heights proposed a salary of S 2 , 6 f l O  based on total compensation by 

Sargent and Sturgeon of S 2 0 0  per week allocated 25 percent to 

Garden HeightR.  Cardan He1ght.s wag apprised that "It is the 

Commission's normal policy to allow a management fee of $1,800 for 

small privately owned s e w e r  utilities,"' and w a s  requested to 

"provide any evidence deemed appropriate as to why the Commission 

should deviate from current policy and allow a larger management 

fee in this proceeding." Garden Heights responded that "Mr. 

Sargent has made loans to the corporation in the amount of $5,000 

on April 28, 1982, and S 4 , 2 0 0  on October 5, 1984, neither of which 

However, financial information loans have been repaid. a:! 

contained in the 1983 Garden Heights annual report does not 

indicate any such outstanding debt and no evidence has been 

presented in this proceeding documenting such loans. Furthermore, 

Garden Heights filed a statement that "Garden Heights Sewer 

Division does not have at present  any outstanding Indebtedness. 

For rate-making purpmen, the Innire of whether Mr. Sargent has 

made loans to Garden Height-rr or not han no barrrtnq on t h e  

"3  

Commission's Information Requewt of D e c e m b e r  17, 1 9 8 4 ,  Item 4. 

Response, Commission's Information Request o f  December 17, 
1984, Xtem 4. 

Response, Commission's Information Request of October 12, 
1964, Item 5. 
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approprist* level of  compensntjon whlch mhoi i ld  be ~111.aweA. The 

subject of debt service is an entirely separate issue and per- 

suasive evidence must be presented, documented and justified by 

the utility if it proposes that such an expense be allowed for 

rate-making purposes. The record demonstrates that debt service 

is not an issue in this proceeding. Moreover, if Yr. Sargent is 

seeking a return on his investment through his management fee the 

Commission cannot provide such a return in this fee as well as 

through the provision of a reasonable rate of return. 

Therefore, it is the Commission's opinion that Garden 

Heights has failed to meet its burden of proof as to why a higher 

than normal management salary should be allowed in this instance. 

Therefore, the Commission will allow a S1,80 f l  management fee, 

which is the level of expense normally allowed for small investor- 

owned sewer utilities. 

With reference to Mr. Lewis' wages, Garden Heights proposed 

a wage of S3,965 based on total compensation of 5305 per week 

allocated 25 percent to Garden Heights. This level of 

compensation provides for twice daily inspection of the plant by 

Mr. Lewis. The final O r d e r  in the last Garden Heights rate case, 

a joint application with Gardenside, dated October 28, 1981, Case 

No, R 2 3 8 ,  AAjuRtment o f  R a t e s  of the Sargent b Sturgeon Ruflders, 

I n c . ,  atatan, 

The Commission is of the opinion that once-a-day 
inspections ~haulcl provide for aufficient mainte- 
nance and operation of the treatment plante. . . 
land1 twice daily inspections are not essential to 
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an efficient operation and sgould not be allowed for 
rate-making purposes herein. 

The Commission requested Garden Heights to "provide any 

evidence deemed appropriate as to why the Commission should allow 

t h e  expense associated with twice-daily inspections in this 

proceeding.n5 Garden Heights rested its case on its assertion 

that, 

If the plant is shut down for the possible 23 hours 
[between trips). . .(after repaired] it would take 
from three to f o u r  days for the effluent to reach 
the level which is apparently acceptable to the 
Department of Health and the Environmental Pro- 
tection Agency. . .[and would result in] a condition 
which would adversely affect the health and welfare 
of the customers. . .[and] create an ungealthy and 
unpleasant atmosphere in t h e  subdivision. 

The argument presented by Garden Heights is true for almost 

a11 sewer utilities. This is why the Commission provfde~ revenues 

to cover the expense of daily maintenance trips to the plant when 

establishing revenue requirements. A successful maintenance 

program should reduce the risk of equipment failure to a very 

slight possibility. Of course, twice daily trips are desirable, 

th ree  would be better, and, ideally, a maintenance man could be 

stationed at the plant 24 hours  a day. However, in determining a 

reasonable number of trips, the costs to the customera must be 

weighed egoinRt the honefitrr. In thiu proceeding, as evidenced by 

Case No. R238, Order entered October 38, 1 . 9 A 1 ,  page 3 .  

1984,  Item 1 1 .  
li Response, Commiseion's Information Request of D e c e m b e r  17, 
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Garden Reighta'  response, the extra trip is made only to determine 

whether or not a malfunction of equipment has occurred. No 

evidence has been provided that there have been frequent equipment 

failures at the plant, or that there might he. Additionally, 

other means to alert sewer plant owners of equipment failure may 

be a reasonable alternative to personal inspections. A s  no 

persuasive evidence was presented in this case justifying the 

additional daily trip, it is the Commission's finding that Garden 

Heights has not met its burden of proof on t h i s  issue, and it has 

therefore eliminated 5 0  percent of the proposed wage of Mr. Lewis 

from operating expenses for rate-making purposes.  

Additionally, the final O r d e r  in Case NO. A238 states, 

" [TI he Commission is oE the opinion that management and clerical 

salaries should be allocated based on t h e  number of customers 

served by Garden Heights  to the total customers of both sewage 

treatment plants. Based on reported teat year-and number of 

customers, one-third of wages and salaries should be allocated to 

Garden Heights and two-thirds to Gardenside. Therefore, in 

accordance with that finding, Mr. Lewis' wage has been allocated 

one-third to Garden Heights and two-thirds to Gardenside. T h i s  

results in wages for Mr. Lewis allocable to Garden Heighte for 

rate-making purposes of $2,643. 

' Case No. 8238, Order entered October 28, 1981,  page 4. 
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Rased on the foregoing, the total wages and salaries 

expense for Garden Heights used herein for rate-making purposes is 

$4,443. 

Transportation 

Included within Garden Heights' test-year operation and 

maintenance expenses are transportation charges of $2,085. This 

amount represents 21,900 miles driven by John Lewis and 3,120 

miles driven by Y r .  Sargent. Yr. Lewis and Mr. Sargent w e r e  

reimbursed at a rate of $ . 2 5  per mile and one-third of total 

travel reimbursements w e r e  allocated to Garden Heights. No 

adjustment to transportation costs  was proposed by Garden Heights. 

Garden Heights proposed to use S.25 per mile a8 the rete 

for calculating transportation expense  in this proceeding. The 

Commission questioned Garden Heights as to the basis for using 

this amount as the reimbursement rate. other than this being the 

reimbursement rate utilized during the test year, no justification 

was presented in support of  thia reteOR The current tax standard 

mileage rate prescribed by the Internal Revenue Code, Code Section 

162, is S . 2 0 5  per mile. It is the Commission's opinion that S.205  

per mile is a more f a i r ,  just and reasonable reimbursement rate 

€or trannpartation and it hais therefore utilized thin amount a~ 

the hasie far determining transportation expenne herein. 

A s  discussed in the "Wages and Salaries" section,' the 

. .  . .  

* Response, Commission's Information Request of Ilecember 17, 

' 1 9 8 4 ,  Item 5. 

Pages 4-8 of t h i a  order. 
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necessity of twice daily trips to the treatment plant h a s  noic been 

justified by Garden Heights. Therefore SO percent of the 

transportation costs associated with Mr. Lewis' trips to the 

treatment plant have been eliminated for rate-making ~ U T ~ O S B F I .  

Additionally, Garden Heights has not supported t h e  need for 

the weekly trip to the treatment plant by Y r .  Sargent. AR daily 

trips to the plant are made by Mr. Lewis, additional visits ate 

unnecessary. Furthermore, the Commission has established as a 

precedent in many other cases the allowance for managers of Sewer 

utilities of this size, with comparable organizational structure, 

annual compensation of S1,80Q, which includes ordinary travel 

requirements. Additional compensation, such as for unusual travel 

expenses to the premises of the plant, etc., must be sufficiently 

documented and justified. As no persuasive evidence has been 

presented in this case justifying the additional cornpensation, it 

is the Commission's finding that Garden Heights has not met its 

burden of prooS on this issue and it has therefore eliminated M r .  

Sargent's test-year transportation costs from operating expenses 

for rate-making purposes. 

In the final order in Case No. 8238, total Sargent and 

Sturgeon travel e x p e n n e s  w e r e  allocnted ane-half h a  Cardmn Hoighta  

and one-half to Gardennldm. Therefore, the C0mmieoion hae uned 

the same method of allocation for determining the appropriate 

travel expense herein. 



I -  
Rased on the above analysis, tho transportation cost  found 

This amount has reasonable for rate-making purposes is $1,122. lo 

been included within operating expenses for the purposes of 

determining revenue requirements herein. 

The Internal Revenue Code, Code Section 2 7 4 ( d ) ,  as amended 

by the Tax Reform Act of 1984 requires taxpayers to keep adequate 

contemporaneous records to suhstant iate transportaliurr -3ApefII-m- 

In regard to future rate cases, the Commission will not allow 

Garden Heights a transportation e x p e n s e  without adequate contem- 

poraneous records substantiating actual transportation expense for 

the test year. Therefore, the Commission recommends that Garden 

Heights keep records of actual mileage and actual expenses 

incurred in the operation of a motor vehicle while o n  official 

utility business. 

Other - Labor, Materials, and Expenses/Depreciation 
Garden Heights reported test year charges to Account No 

701-C -- Treatment System: Other - Labor, Materials, and Expenses 
of $2,435. At the Commission's request, Garden Heights provided a 

breakdown as documentation in support of this amount. l 1  An 

examination of thia breakdown indicated that there was a 

possibility that some items that were expensed by Garden Heights 

during the test year should have been capitalized to Utility Plant 

in Service. Therefore the Cornmienion requested copiee of the 

lo 21,900 miles x 5.205 x 1/2 (allocation to Garden H e i g h t s )  x 

l1 Response, Commission's Information Request of October 12, 

1/2 (elimination of 1 daily trip) = $1,122. 

1984, Item 6. 
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invoices associated with these expense items. l2 A review of these 

invoices rndicated that a S960 expenditure for a chlorinator 

(McCoy and McCoy,  T n c . ,  Invoice 6 5 2 5 8  dated  September 23, 1983) 

was improperly charged to Operations Supplies and Expenses during 

the test year. As this expenditure will provide benefits for more 

than one accounting period, it is the finding of the Commission 

that t h i s  expenditure should be capitalized and depreciated at a 

rate of 10 percent annually. Therefore, Other - Labor, Materials 

and Expenses has heen reduced by S960 and depreciation expense 

increased by $96 €or the purpose of determining revenue require- 

ments here in . 
<iftier Expenses 

Garden H e i g h t s  reported test year charges to Account No. 

700-R -- Other Expenses of 5 7 0 2  and proposed a S 1 , 2 9 R  adjustment. 

In its application Garden Heights stated that the b a s i s  for t h i s  

adjustment was that due to “the shutdown o f  the construction 

element of Sargent and Sturgeon Builders, Inc., certain expenses 

previously paid by the Corporation now must be absorbed” by Garden 

Heights and Gardenside. A s  little detail and evidence was 

presented in the initial application concerning this adjustment, 

tho CamrnjRnion  requerrtotl Garden Helqhtm to “lElxplain t h m  pro  

forma adjustment in detail and provide any evidence or other 

documentation available in rrupport o f  the ddjuntment,” and to 

“fP]tavide a list. of the apecific expenses praviounly absorbed by 

l2 Response. Commission’s Information Request o f  December 17, 
1984, Item 6. 
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the construction company and the amounts incurred during the test 

year . *13 Garden  Heights' responses to these requests were 

inadequate to support the proposed adjustment. The response 

stated that this 'is the amount of hazard insurance, Including 

public liability, which is allocated to this sewer division;"l4 

however, no documentation was presented to support this expense as 

requested by the Commission. To allow a proposed adjustment the 

Commission must be presented with evidence demonstrating that the 

adjustment is related to a known and measurable event. A s  Garden 

H e i g h t s  did n o t  meet its burden of proof on this i s s u e ,  the 

Commission has excluded the proposed adjustment for rate-making 

purposes herein. 

Electricity Expense 

Garden Heights reported test year electricity expense of 

$1,262 and proposed an adjustment of $282 based on adv ice  from 

representatives of its supplier, Green River Electric Cooperative 

("GREC"), that it is anticipated that the rate charged €or elec- 

t r i c i t y  will increase 15 percent over the n e x t  ?-year period. 

Whereas the Commission does currently have pending before it an 

appllcation by GREC to flow through a proposed wholesale rate by 

its supplier, Rig Rivers Electric Corporation, that proceeding has 

yet to be reoolved nnd any adjuntment made i n  anticipation of i t a  
outcome would be arbitrary and speculative. A s  the r e s u l t  of t h a t  
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ease is n o t  a known and measurable  event, the Camminmion will not 

allow Garden Heights' proposed adjustment for rate-making 

purposes. 

In order to document actual test year electricity expense, 

the Commission requested copies of 1983 electricity bills. Rased 

on its review of these hills the Commission has determined that 

the actual test year electricity e x p e n s e  was S1,428.  Therefore an 

adjustment of S166 has been made to reflect the actual expense 

incurred by Garden Heights during the test period. 

Water Expense 

Included within Garden Heights' proposed adjustment to 

Account No. 703 -- Fuel and Power Purchased for Pumping and 

Treatment is $65 for water expense. During the test year this 

expense had been absorbed by the construction operations of 

Sargent and Sturgeon and therefore no test year actual water 

expense waB reported. 

At t h e  Commission's request, Garden Heights provided copies 

of test year water bills. l5 The hills reflect an actual test year 

expense of $102. Therefore, the Commission has allowed an 

adjustment of 5102 to water expense for rate-making purposes. 

Sludqe HaUlinQ 

Garden Weights reported t.eat year sludge hauling expenao of 

$780. In order to A o c i i m e n t  t h i s  levo1 of nxpsnne tho Cornmiss ion  

requested copies of 1963 sludge hauling invoices. In response to 

l5 ' ibid. ,  Item 7. - 
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this request Garden Heights provided copies of C.G.  Williams 

Septfc Tank Service invoices totaling $240. lCi In response to a 

Commission request to explain the discrepancy between reported 

sludge hauling expense and the invoice totals, Garden Heights 

responded that "the copies o f  the invoices for sludge hauling are 

Therefore, the Commission has used $240, the amount correct ." 
of the invoices, as t h e  level of sludge hauling expense for 

17 

rate-making purposes herein. 

Taxes Other Than Income Tax Expense 

Garden Heights proposed an adjustment o f  $332 to Account 

NO. 408.1 -- T a x e s  Other Than Income Taxes  based upon its proposed 

level of wages and salaries. In accordance with the wages and 

salaries e x p e n s e  found reasonable in the section, "Wages and 

Salaries , a18 and based upon current state and €ederal unemployment 

tax rates, the current FICA t a x  rate for employers, as well as 

reported test year property and ad valorem taxes,  the Commission 

finds that Garden Heightff ehould he allowed, for rate-making 

purposes, an adjusted e x p e n s e  of S960 for thio account. 

Rate Case Expense 

The ARF procedure was established to provide a simplified 

and less expensive method €or amall utilities to present CaRen 

before the Commission. The ARF application was deaigned so that 

l6 Response, Commission's Information Request of October 12, 
1984, Item 7. 

Response, CornmissLon's Information Request of December 17, 
1984, 'Item 1. 

Pages 4-U of this order. 
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the utility should encounter little or no difficuLty in presenting 

its case for an increase in rates. In most instances no legal 

assistance is necessary. The type of information requested by the 

Commission in its Orders of October 12 and December 17, 1984, 

should have been readily available in the offices of Garden 

Heighta an8 services of an attorney should not have been required 

in obtaining this information. 

It is t h e  opinion o f  the Commission that a minimal amount 

of rate case expense should he incurred by a utility under the ARP 

procedure. Nevertheless, rate case expense has been allocated in 

previous ARF proceedings when a reasonable basis has been 

presented by the utility. 

In this case Garden Heights provided a statement for $4,200 

from its attorney for rate case charges through November 6, 1984. 

One-third of t h i s  amount w a s  to be allocated to Garden Heights and 

two-thirds to Gardenside.19 Additionally, S 4 0 0  in accounting fees 

associated with the rate case had been charged to Garden Heights 

resulting in a total proposed rate case expense of Sl,R00 

amortized over 2 years. 2o I n  response to a Commission request to 

provide justification for this level of rate case expense, Garden 

Heights responded, "the legal fees and out of pocket expenses 

requested to be approved by the CommiRlsion for thin sppllcstion an 

l9 Response, Commission's Information Request of October 12, 
1984, item 2. 
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allocated to this sewer division total Sl,000."21 AB t h e  

Commission's request specifically dealt with total rate case 

expense, not just legal, the Commission understands this response 

to include any accounting fees which may be incurred by Garden 

Heights as a result of this proceeding. The Commission finds 

S1,CIOcl to be a reasonable level of rate case expenses in t h i s  

instance: however, Garden H e i g h t s  has provided no persuasive 

evidence as to why the Commission should deviate from past 

practice concerning the 3-year amortization period which has 

generally been utilized in proceedings of t.his type. Therefore, 

the Commission has used 5333, S1,OOO amortized over 3 years, for 

rate-making purposes herein. 

After consideration of the aforementioned adjustments, the 

Commission finds Garden Heights' adjusted test-period operations 

to be as follows: 

Operating Revenues 
Operating Expenses 

Net Income 

Reported Pro forma A d  jus  ted 
Test Period Adjustments Tdst Period 

S12,387 si ,n13 S13,400 
12,991 (104) 12,867 

( $ 6 0 4 )  S1,117 $ 513 

REVENUE REOUIREMENTS 

Though not apecifically Rtatctd by Garden Heights, its 

rnvinnd ~ppllcntgon rnf lnctrr  t h n t  i t  jrr hnning itn rrrquarsted 

increase on a 96.3 percent operating ratio. The Commifision 

2L Response, Commission's Information Request of December 17, 
1 9 8 4 ,  item 2. 
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typically allows small, privately-owned sewer utilities an after 

tax operating ratio of 88 percent. The Commission is of the 

opinion that the operating ratio is a fair, just and reasonable 

method for determining revenue requirements in this case. The 

Commission finds that an operating ratio of R R  percent will allow 

Garden Heights to pay its operating expenses, service its debt, 

and provide a reasonable return to its  owners. The use of this 

ratio results in Garden Heights requiring additional revenue of 

'31,744 over normalized test-year operating revenues and results in 

an after tax net income of $ 1 , 9 1 7 .  

SUMMARY 

1. The rate in Appendix A is the fair, just and reasonable 

rate for Garden H e i g h t s  and will produce gross annual operating 

revenue sufficient to pay its operating expenses and provide a 

reasonable surplus for equity g r o w t h .  

2. The rate proposed hy Garden Heights would produce 

revenue in excess of that found to be reasonable herein and 

therefore should he denied upon application Of KRS 278.030. 

IT IS THEREFORE ORDERED that the rate in Appendix A be and 

it hereby is approved for services rendered by Garden Heights on 

and after the date of this Order.  

IT IS FURTHER ORDERED that the rate proposed by Garden 

H e i g h t s  be and it hereby is denied. 

IT IS FURTHER ORDERED that within 30 days of the Aats of 

t h i n  O r d e r  Garden Haightm a h a l l  f i l e  with this Commission its 

revised tariff sheets setting out the  rate approved h e r e i n .  
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Dane at F r a n k f o r t ,  Kentucky, t h f R  25th day of March, 1985. 

PIJRLIC SERVICE COMMISSION 

ATTEST: 

Secretary 



APPENDIX A 

A P P E N D I X  TO AN ORDER OF THE P U B L I C  SERVICE 
COMMISSION IN CASE NO. 9128 DATED 3/25/85 

The following rate is prescribed for customers 

receiving service from Sargent and Sturgeon Builders, Inc., 

Garden Heights Subdivision. All other rates and charges not 

specifically mentioned herein shall remain the same a8 t h a n e  

in effect under authority of t h e  Commission prior to the 

effective d a t e  of t h i s  Order. 

CUSTOMER CLASS MONTHLY RATE - 

Res i d e n  t La 1 511.00 


